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RETURN TOWARD A SOUND ECONOMY ? 


HE entire economy at the present time is having a bad case of indigestion. 
a7 The stock market seems to be unable to make up its mind on the future of 

American business. Drops of $5 or $6 in the Dow-Jones averages are 
followed within 24 hours by increases of $2 or $3, and these increases are con- 
tinued until the drops are entirely wiped out in a few days’ time. Very heavy 
inventories overhang the market in many commodity fields, while in others 
shortages exist. Wage rates are rising at the present time and unemployment 
is increasing. We are warned of the dangers of inflation by the President at 
the same time that many retailers are carrying on price wars, selling stan- 
dard brands of merchandise at lower prices than have been current for a num- 
ber of years. : 


This general uncertainty and disturbance in general business is also quite 
marked in the real estate field. The end of the easy credit period has brought 
about a great number of adjustments long overdue, but naturally quite painful 
when they occur. The only alternative to these adjustments would be a continua- 
tion of loose credit, inflation and the eventual destruction of a large part of the 
remaining purchasing power of the dollar. Many countries have lacked the forti- 
tude to tighten credit and their currencies have sunk to a very small percentage 
of their former values. In most cases a deterioration of the value of the currency 
is followed by a general period of social upheaval. The joyride has been fun, but 
now that we have put on the brakes let us settle down to the inevitable readjust- 
ments which face us if a sound economy is to be regained. 


The chart at the bottom of page 308 shows the number of real estate mortgages 
made in principal cities in comparison with the dollar total of these mortgages. 
A third line, the broken red line on the chart, shows the value line adjusted for 
the changes in building material prices. The rapid drop in this broken red line 
since the early part of 1950 is quite significant, as most persons would date the 
beginning of our mortgage difficulties from the enactment of RegulationX in October 
of last year. 


If these lines are further studied, and the line showing the value of mortgages 
adjusted ior building material prices is divided by the number of mortgages made, 
it will be found that the largest average mortgages were being made in the last part 
of 1945 and the beginning of 1946. At that time the average mortgage adjusted for 
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building costs was running from 115 to 120% of the 1935-1939 base. At the pres- 
ent time the average mortgage being made, adjusted for changes in building 
costs, is only 54% of the 1935-1939 base. The drops during 1950 and 1951 have 
been quite rapid, indicating that even before Regulation X, mortgage lenders 
were becoming more conservative and that the easy money period was coming 
to an end. 





The charts on pages 309 through 315 show a comparison for the first five 
months of 1950 and the first five months of 1951 on both mortgage volume and 
the number of transfers. In most cities for the first five months mortgage vol- 
ume was slightly ahead of a year ago, but in most cities transfers were behind 
a year ago. The pluses and minuses for both mortgages and transfers were 
spotted on a map to find out what regional patterns might exist, but without 
any clear-cut results. As a general thing, the States which have been show- 
ing up well on most of our indexes, such as California, Arizona and Texas, 
are making a better than average showing, but in most parts of the country 
there is no pattern - one city may be up and another city in close proximity may 
be down. 


These charts show graphically the relative importance of the various mortgage 
markets from the dollar standpoint. It is quite interesting that Los Angeles leads 
the entire country in mortgage volume, with more than half a billion dollars worth 
of mortgages in the first four months (figures were not yet available for the first 
five). Real estate mortgages in the first five months in Chicago were better than 
one-third of a billion dollars, while Manhattan Island, with all of its skyscrapers, 
accounted for only $109 million, almost exactly the amount of the mortgage volume 
in Pittsburgh and only slightly higher than the mortgage volume in a relatively 
small city like San Diego, California. Houston, Texas, with $173 million and 
Cleveland, Ohio, with $164 million, ranked unusually high considering their pop- 
ulations. 
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~ COMPARISON OF MORTGAGE VOLUME AND 
REAL ESTATE TRANSFERS FOR 1950 & 195! 
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ATLANTA, GA. 
MORTGAGES (FIRST 5 MONTHS) 


$52,487,098 
$ 56,805,092 





TRANSFERS (FIRST 5 MONTHS) 


950 19,689 
iz 9,745 








BIRMINGHAM, ALA. 
MORTGAGES (FIRST 3MONTHS) 


___| $34,437,000 
$ 23,508,000 


TRANSFERS (FIRST 3 MONTHS) 


vais oe 3,532 


1951 3,/60 











| BOSTON, MASS. 


MORTGAGES (FIRST 5 MONTHS) 





— $ 37,878,583 
195 


S$ 49,850,062 


TRA ae (FIRST 5 MONTHS) 1,836 











BRIDGEPORT, CONN. 
MORTGAGES (FIRST 5 MONTHS) 


$15,535,145 
S$ 19,447,635 
TRANSFERS (FIRST 5 MONTHS ) 
1950 1,928 
1951 1,84/ 








CAMBRIDGE, MASS. 
MORTGAGES (FIRST 5 MONTHS) 


1950 og $ 21,409,374 
$ 20,979,416 


TRANSFERS (FIRST 5 MONTHS) 





1950 7942 
195 7,912 


CINCINNATI, OHIO 
MORTGAGES (FIRST 5 MONTHS) 


$ 62,5/9,035 


77,742,076 
TRANSFERS (FIRST 5 MONTHS) 

















CHICAGO, ILL. 
MORTGAGES (FIRST 5 MONTHS) 





TRANSFERS (FIRST 5 MONTHS) 





1950 | 





























COMPARISON OF MORTGAGE VOLUME AND 
REAL ESTATE TRANSFERS FOR 1950 & 195I 


COPYRIGHT ROY WENZLICK & CO 195! 





CLEVELAND, OHIO 
MORTGAGES (FIRST 5 MONTHS) 





TRANSFERS (FIRST 5 MONTHS) 











DALLAS, TEXAS 
MORTGAGES (FIRST 3 MONTHS) 





_ |$50,098,748 
$59,615,140 


TRANSFERS (FIRST 3 MONTHS) 


DAYTON, OHIO ° 
MORTGAGES (FIRST 5 MONTHS) 


$ 34,5/4,/98 
$35, 839,968 











DENVER, COLO. 
MORTGAGES (FIRST 4 MONTHS) 





$35,387,557 
$48,/20, 563 


TRANSFERS FIRST 5 MONTHS) 





EVANSVILLE, IND. 
MORTGAGES (FIRST 4 MONTHS) 


$8,/59,044 
$8,980,677 


TRANSFERS (FIRST 3 MONTHS) 
1950 /,460- 


1951 1,347 








FALL RIVER, MASS. 
MORTGAGES (FIRST 5 MONTHS) 


1950 El $7,146,957 
195'T $5,978,883 


TRANSFERS (FIRST 5 MONTHS) 
1950 / 


1951 949 








FLINT, MICH. 
MORTGAGES (FIRST 5 MONTHS) 
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FORT WAYNE, IND. 
MORTGAGES ~- FIRST 4 MONTHS 


1950 FIGURES NOT AVAILABLE 


TRANSFERS (FIRST 3 MONTHS) 
1950 1,887 


195! 1,649 


FRESNO, CALIF. 
MORTGAGES (hast 4 MONTHS) 
Se |" 1$34,8/3,266 
$51,244,069 


TRANSFERS - NOT AVAILABLE 








GARY, IND. 
MORTGAGES (FIRST 4 MONTHS) 


$/7,384,241 
$/9,403,052 


TRANSFERS (FIRST 5 MONTHS) 


if 
1950} 





5,311 
1951 5,27/ 


HARTFORD, CONN. 
MORTGAGES (FIRST 5 MONTHS) 


TRANSFERS (FIRST 5 MONTHS) | 


we: 3,575 


1951 3,630 














HAVERHILL, MASS. 
MORTGAGES (FIRST 5 MONTHS) 


sof $/,/73,071 


1951 $1043,0/3 


TRANSFERS (FIRST 5 MONTHS) 


1950} | 299 


wsif 249 








HOUSTON, TEXAS 
MORTGAGES (FIRST 5 MONTHS) 











INDIANAPOLIS, IND. 
MORTGAGES (FIRST 4 MONTHS) 


$25,/01,536 
$28,033,855 


TRANSFERS (FIRST 4 MONTHS) 





KANSAS CITY, MO. 
MORTGAGES (FIRST 5 MONTHS) 


-1$.35,374,322 
$35,743,838 


TRANSFERS (FIRST 5 MONTHS) 
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LAWRENCE, MASS. LOWELL, MASS. 
MORTGAGES (FIRST 5 MONTHS) MORTGAGES (FIRST 5 MONTHS) 





195 $ 2,334,114 1950} $ 2,559,446 


19519 $2,950,420 19519 $3,737,090 


TRANSFERS (FIRST 5 MONTHS) TRANSFERS (FIRST 5 MONTHS) 
1950) | 623 


1951m 32/ 195i SOZ 


195 IF/ 














LOS ANGELES, CALIF. 
MORTGAGES (FIRST 4 MONTHS) 





TRANSFERS (FIRST 4 MONTHS) 


$ 524,962,516 











MIAMI, FLA. 
MORTGAGES (FIRST 4 MONTHS) ¢ 97577000 





$ 84,751,000 
TRANSFERS (FIRST 4 MONTHS) 





MILWAUKEE, WIS. 
MORTGAGES (FIRST 5 MONTHS) 


$68,657,344 





TRANSFERS (FIRST 5 MONTHS) 











MINNEAPOLIS, MINN. 
MORTGAGES (FIRST 5 MONTHS) 


$/5,452,780 
$ 56,514,710 


TRANSFERS (FIRST 5 MONTHS) 











MOBILE, ALA. 
MORTGAGES (FIRST 3 MONTHS ) 


$ 7,866,000 
$10,322,000 


TRANSFERS (FIRST 3 MONTHS) 
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MONTGOMERY, ALA. 
MORTGAGES (FIRST 3 MONTHS) 


1936 $ 8,387,000 
195! $ 8,/96,000 


TRANSFERS (FIRST 3 MONTHS) 


1950} 1 7/6 


_ 773 


NEW BEDFORD, MASS. 
MORTGAGES (FIRST 5 MONTHS) 


1950} $3,458,208 
i951\MES 4,/85,988 


TRANSFERS (FIRST 5 MONTHS) 
1950} 1 697 
1951 an O67 








NEW HAVEN, CONN. 
MORTGAGES (FIRST 5 MONTHS) 


95¢ $/8,730,771 
$23,477,282 


TRANSFERS (FIRSTS MONTHS) 


269 


+ Me 


NEW YORK -QAWHATTAN) 


$/09,595,682 
TRANSFERS (FIRST 2 MONTHS) 


1950 496 
1951 O75 








OKLAHOMA CITY, OKLA. 
MORTGAGES (FIRST 5 MONTHS) 





«| $55,393,664 
$ 43,874,109 





TRANSFERS (FIRST 5 MONTHS) 


1950} 


PEORIA, ILL. 
MORTGAGES (FIRST 3 MONTHS) 


es0 7 $/2,467,000 
1\95\M S 7,96/,000 


TRANSFERS (FIRST 3 MONTHS) 


1950] 1,728 


195) 1,365 








PHOENIX, ARIZ. 
MORTGAGES (FIRST 5 MONTHS) 


950 $28,/00,558 
951 $ 55,879,235 


TRANSFERS (FIRST 5 MONTHS) 


o 
; 








PITTSBURGH, PA. 
MORTGAGES (FIRST 5 MONTHS) $103 502,446 
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PORTLAND, OREG. 
MORTGAGES (FIRST 5 MONTHS) 





1 $43,739,135 
$ 37,100,536 


TRANSFERS (FIRST 5 MONTHS) 








SAN DIEGO, CALIF. 
MORTGAGES (FIRST 5 MONTHS) 


$ 61,787,529 


$ 93,433,526 
12,571 





TRANSFERS (FIRST 5 MONTHS) 








ST. LOUIS- (C/TY AND COUNTY) 
MORTGAGES (FIAST 5 MONTHS) 





TRANSFERS (FIRST 5 MONTHS) 


$ /22,986,/50 
$ 174,589,020 











SAN FRANCISCO~Ga4wW FRANCISCO CQ) 
MORTGAGES (FIRST 4 MONTHS) 


$ 44,233,278 
$ 56,877,504 


TRANSFERS (FIRST 4 MONTHS) 





7,373 


Z/7/ 


SEATTLE, WASH. 
MORTGAGES (FIRST 5 MONTHS) ¢ 7¢ 752,408 


$ 72,885,354 


TRANSFERS (FIRST 5 MONTHS) 19937 














SOUTH BEND, IND. 
MORTGAGES (FIRST 4 MONTHS) 


joso] $ 8,720,643 
1951 $ /2,.8/3,816 


TRANSFERS (FIRST 3 MONTHS) 





SPRINGFIELD, MASS. 
MORTGAGES CFIRST 5 MONTHS) 


$ 10,902,29/ 
$ 11,828,294 


TRANSFERS (CFIRST 5 MONTHS) 


1951 3885 
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STOCKTON, CALIF. 
MORTGAGES (FIRST 4 MONTHS) 


1950 _ $ /4,/12,467 


951} $ /7,950,789 


TRANSFERS~-NOT AVAILABLE 


TOLEDO, OHIO 
MORTGAGES (FIRST 5 MONTHS) 


$ 3/,897,/59 
$ 34,536,256 


TRANSFERS (FIRST 5 MONTHS) 








TUCSON, ARIZ. 
MORTGAGES (FIRST 5 MONTHS) 

1950 $ /6,576,512 

1951 $ /7,962,794 


TRANSFERS (FIRST 5 MONTHS) 
4,143 


195 
i95 5,117 


TULSA, OKLA. 
MORTGAGES (FIRST 5 MONTHS) 
$ 22904,472 
$ 29,205,971 


TRANSFERS (FIRST 5 MONTHS) 








WASHINGTON, D.C. 
MORTGAGES (FIRST 4 MONTHS) 


$ 58,3/8,700 
$ 66,035,915 


TRANSFERS (FIRST 4 MONTHS) 


195 5,300 
195 5,696 





WATERBURY, CONN. 
MORTGAGES (FIRST 5 MONTHS) 


1950] | $ 5,324,732 
1951 $ 7,041,718 


TRANSFERS (FIRST 5 MONTHS) 
195 668 
1951 706 








WORCESTER, MASS. 
MORTGAGES (CIRST 5 MONTHS) 


195) $ //,780.371 
1951 $ 1,930,478 


TRANSFERS (FIRST 5 MONTHS) 


1S 14,6/5 
196 5,079 











YONKER, N.Y. 
MORTGAGES (FIRST 5 MONTHS) 


“1 $ 56,085,640 
$60,051,254 


TRANSFERS (FIRST 5 MONTHS) 
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INSURED LOANS IN THE PRESENT MARKET 


EGULATION X on new buildings has limited the amount of loan in a large 

RR vercentae of the cases to the amount which a prudent lender would lend in 
a free market if he had to depend entirely on the value of the property as 

his security. A prudent lender lending on this basis does not need government 
guarantees or government insurance, and it will be noticed from the chart on the 
page opposite that the applications under both the VA and the FHA have dropped ma- 
terially. The tremendous drop in new one- and two-family housing starts is quite 
significant and would indicate that the market for new loans is dwindling fast. The 
recommendation of the Committee on Voluntary Credit Restraint that Regulation 
X provisions be applied by mortgage lenders to loans on existing buildings will 
limit still further the advantages of insurance and guarantees in the mortgage ‘field. 


RESIDENTIAL RENTS STILL OUT OF BALANCE 


HE 32 charts on the four following pages show that rent levels are grad- 
a7 ually rising in all cities. In no city, however, have they even approached 

the increase of other elements in the cost of living. On these charts the 
years 1921-1938 are considered as 100 for all cities. This was an 18-year period 
which included nine boom and nine depression years for real estate. It should 
constitute a far better base than any single year or any short period of years. 


It will be noticed that rent levels on all of these charts are shown in blue and 
that the cost of living is shown in red. The broken red line shows the levels of 
the cost of living if rents are excluded from the other elements, the reason for 
this second line being that the low level of rents averaged into the other elements 
of the cost of living has resulted in a smaller rise than would otherwise have 
taken place. Had rents risen by the same percentage as the other elements in 
the cost of living, Atlanta, Georgia, for instance, in place of being 63.4% 
above our long-term average would now be 77.5% above. It will be noticed that 
in Atlanta rents are still 2.8% below the long-term average. This is without any 
adjustment for the reduced purchasing power of the dollar. If that ee is 
made, rents in Atlanta are 39.5% below their long-term average. 


Birmingham, Alabama, has always been a city of tremendous fluctuations. 
During the depression, Birmingham rents averaged lower than they did in any 
other city on which figures are available, and at the present time rents are higher 
in relationship to the long-term average than they are in any of the 32 cities on 
which government rent figures are available. At the present time rents average 
in Birmingham approximately one-fourth higher than they did in the 1921-1938 pe- 
riod but, on the other hand, the other elements of the cost of living are almost 
three-fourths higher than they were during this same base period. 


The city in which rent levels have the poorest relationship to the base period 
is St. Louis, where the level is still 11% below the 18-year average, in spite of 
the fact that other elements of the cost of living are now 88% higher than they 
were in the average of the 1921-1938 period. It would certainly appear that the 


(cont. on page 322) 
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RESIDENTIAL RENTS STILL OUT OF BALANCE 
(cont. from page 317) 


owners of rental property in St. Louis have been unjustly discriminated against 
in this relative picture. 


We have stated many times in our reports that we are opposed to all govern- 
ment wage and price controls. We are not opposed to credit controls and other 
government and Federal Reserve efforts to control the volume of currency and 
credit in circulation. These latter controls fall within the province of govern- 
ment, as the original Constitution itself in clear and definite language gave to 
Congress the right to regulate the value of money. Of course, we believe that 
money could be regulated better were the United States to return to the gold 
standard, because the history of so-called “managed currencies” throughout the 
world has generally been a history of “mismanagement. ” 


The increase in the other elements in the cost of living is due almost en- 
tirely to the fact that the volume of currency and credit in circulation in the 
United States has been greatly expanded during the period since 1932. 


Unfortunately, the Federal government, which undertook the definite policy 
of increasing currency and credit in 1933, has continued that policy until the very 
recent past. There may have been some justification during the deeper part of 
the depression for a very liberal credit policy in order to stimulate lagging busi- 
ness. The changes which were made at that time in our credit policy would 
probably have stimulated business.and we would have returned to normal in a rela- 
tively short period had not the United States at the same time embarked ona 
program of attempted controls of most segments of our economy. This undoubt- 
edly delayed recovery for many years, but the lash of easy credit was constantly 
applied to the horses. 


When World War II started, with the inflationary tendencies of all wars, ef- 
forts should have been made to hold the horses in check, but instead, all through 
the war the motive power of business, now galloping at full speed, was lashed 
by additional currency and credit into a frenzy which can only be followed even- 
tually by exhaustion. 


The only difficulty with our present credit controls is that they should have 
come much earlier. The liberal policies of the FHA during the depression were 
sound. Ninety and 100% loans during a boom period were extremely inflationary, 
and as a result of all of our monetary and credit policies we now find the pur- 
chasing power of our dollar at little more than half its 1939 level. This means 
that our so-called social benefits are being paid for by persons with fixed in- 
comes, including those who have retired on pensions and on income from in- 
surance. Many elderly people who meticulously saved a portion of their income 
during their productive period as an insurance against old age, are now finding 
that the purchasing power of the dollars they skimped to save has been cut in half 
by the reckless spending of a profligate government. 
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